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On Jan. 10 at a conference on the future of oil in Caracas, Energy and Mines Minister Celestino
Armas told reporters that the state-run oil company PDVSA plans to immediately reduce output
by 50,000 barrels per day in response to price deterioration on the world market. Daily output after
the reduction is 2.318 million bpd. Since late October, crude prices have declined about US$6 per
barrel on the New York futures market. The new output level will still be about 1,000 bpd over its
quota assigned by the Organization of Petroleum Exporting Countries (OPEC) in November. On
Jan. 12, Finance Minister Pedro Rosas said the national budget will not be seriously affected by
the production cutback. According to the minister, financial shortfalls caused by low prices and
output decline will be covered by the Macro-economic Stabilization Fund (FEM). Fund resources
currently total about US$800 million. Created during the Gulf war, FEM deposits derived from
what Venezuelan officials described as windfall oil export profits. The 1992 budget was premised
on exports of 2.158 million bpd during the first quarter of the year at an average price of US$19
per barrel. About 65% of the federal government's budget (slightly more than US$14 billion) is to
derive from oil export income. Oil exports account for over 90% of foreign exchange earnings. Low
prices on Venezuelan crude exports are attributed to OPEC overproduction 1 million bpd over
the 23.6 million bpd under the existing agreement and economic recession in the US, Venezuela's
principal customer. Government officials have not released recent prices on Venezuelan crude
and derivatives exports, but experts say the average is under US$15 per barrel. (Basic data from
Associated Press, 01/10/92; Spanish news service EFE, 01/10/92, 01/12/92)
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